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PREFACE 


This submission is presented in the name of, and on behalf of, 
the Executive Council of The Canadian Chamber of Commerce which acts 
duriig the interim between the meetings of the National Board of 
Directors. The following views are based on, and derived from the 
Statement of Policy of the Chamber. 

The Canadian Chamber of Commerce is the national voluntary 
federation of over 800 autonomous Boards of Trade and Chambers of 
Brimerce (the terms are synonymous) in communities throughout Canada. 

These community Boards of Trade and Chambers of Commerce exist 
TO promote civic, commercial, industrial and agricultural progress in 
the areas in which they operate and to promote good government at all 
levels. Seventy-five per cent of them serve communities of less than 
5,000 population. In addition, the Chamber has some 2,00 corporation 
members comprising businesses of all sizes, all types of enterprise 
engaged in production, marketing and service, and in all parts of Canada 
as well as twenty-nine national business and professional association 
members. 

The Chamber, therefore, is representative of the full range of 
business in Canada: small businesses, agricultural, large businesses, 
unincorporated businesses, sole proprietorships, partnerships and pro- 
fessionals in which the employees of these enterprises economic future 


depends upon the success or failure of these enterprises. 


The Chamber ytelds to no group in its concern for the quality of life of all Canadians 
and in its determination to discharge tts soctal responstbility in addition to per- 
forming its economic tasks. If this Brief seems to address itself largely to the prac- 
tteal and eeonomie aspects of the poverty problem in Canada, rather than to the 
humanitarian values, let it be noted that we speak for bustness and make no apology 

for concentrating on features with which we are in daily contaet and on which we should 
have experience and spectalized knowledge and which we sincerely are prepared to place 
at the service of our dtsadvantaged fellow citizens. As our Policy Statement indicates, 
we believe that sustainable social betterment depends on healthy, competitive enter- 
prise and economically strong Canadian enterprises. 


INTRODUCTION 

ae The social security programs of all Canadian governments have 
grown so rapidly in recent years, involving such a large percentage 

of taxation revenue, that the Chamber welcomes an in-depth objective 
appraisal of the whole range of policies now in. effect. Tneany euch 
re-examination, three broad criteria should be applied in judging the 
efficiency of any particular program, First, its impact on the growth 
and development of the Canadian economy. Second, its effectiveness in 
alleviating poverty and ultimately removing its causes. Third, any 

area of overlap with other programs. 

os Canada has the human, material and technological resources to 
provide a rising standard of living and a betterment of the quality of 
life for all Canadians. To achieve this, we should make the most 
effective use of such resources and distribute the resulting output 

in a manner that will strike that balance between the levels of con- 
sumption and investment needed to ensure the optimum rate of growth 

of the Canadian economy. From the social security point of view, this 
involves first the marshalling and effective use of all resources, in- 
cluding the efforts of the individual; second, in the words of the late 
Sir Winston Churchill, bringing the magic of averages to the benefit of 
many in the form of insurance; and thirdly, the granting, where necessary, 
of financial assistance as a supplement by government. 

oF The Canadian economy is capable of meeting social needs and 
there need not be nor should there be privation or destitution in 


this country. Although it is now possible to reconcile economic 
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potential and human needs, limits must be established against 
unrealistic demands which place a brake on economic growth. The 
potential of the economy cannot always keep pace with the growing 
and Slowing promises of some who compete for political power, 

1a Those who plan and develop social welfare programs should 
guard against short-term palliatory measures at the expense of 
long-term growth in the living standards of the entire population. 
s)- The Chamber has over a number of years articulated several 
policies in the field of SOCIAL SECURITY and EMPLOYMENT OF SPECIAL 
CATEGORIES OF WORKERS. The following views represent the considered 
and adopted views of the business community as represented by the 


Canadian Chamber which is described in the Preface. 


Social Security 


128. Canada’s social security philosophy, policies and programmes 
should recognize that most Canadians can, and wish to, provide for 
their own security. Those who cannot, through no fault of their own, 
should be treated with compassion and provided with selective and 
restorative remedies. 


129. Canada’s educational systems should inculcate self-reliance in 
order to deal with a complicated and complex world. It should also 
engender a care for the community and a capacity for independent 
thought, and an acquisition of skills for today’s increasingly com- 
petitive world. 


130. Owing to the fact that Canada has now an urban rather than a- 
rural-based population, it may appear desirable on a pragmatic basis 

to develop contributory, state-administered schemes. In such an 

eventuality, care should be taken to provide a public advisory body 

with members drawn from representative bodies in the community. 

Care should also be taken for a statutory exhaustive review of public 

plans so that these are kept modern and purposeful. 


131. Since social security is a matter of divided jurisdiction in Canada, 
federal-provincial liaison groups should continue to function and 
should resolutely prune over-lapping programmes to the end that the 
saved funds be put to better use elsewhere if they are needed, or to 
the relief of the already heavily-burdened Canadian taxpayer. 


132. Finally, the Chamber realizes keenly that there is a poverty 
problem in Canada and agrees that the poverty cycle must be broken. 
The business community in Canada is one of the central instruments 
for dealing with this problem. It is already engaged in making its 
contribution firstly by way of providing employment, by way of train- 
ing, retraining, industrial medicine, counselling, etc. It continues to 
pledge its resources and skills in a resolute and effective battle 
towards eliminating poverty in Canada. 


INT? 


mes 


Employment of Special Categories of Workers 


98. The full utilization of Canada’s manpower resources Is essential 
for our economic advance. Employers should be cognizant of the 
important contribution that special categories of workers, e.g. older 
or handicapped persons, can make to our nation’s productive effort. 


Employment of the Older Worker 


99. Studies have indicated that the older worker, if properly placed, 
can compare favourably in performance with other workers and can 
make a considerable contribution to the production of the country. 
Furthermore, the older worker group represents a reservoir of skill 
and experience that the country can ill afford to waste. The addition 
of older workers to our labour force would enlarge our productive - 
capacity. 


100. Recommendation: 


that Canadian employers recognize the skill, experience and 
reliability of older workers and give consideration to the suitable 
employment of this group to the fullest extent practicable. 


Rehabilitation Program 


101. Future financial assistance by the Federal Government should be 
directed only to the areas in which the individual is unable to help 
himself, to the indigent, the aged, the chronically ill and to those who 
suffer catastrophic medical expense. It is for the above groups, and for 
the physically, socially or mentally handicapped who, lacking services, 
are likely to fall into these groups, that rehabilitation is an investment 
in human welfare which should be adequately supported by Federal 
assistance. 


102. The beginning of the rehabilitation of a patient is the adequate, 
proper, skilled medical and surgical care that the individual receives 


at, or soon after, the time of his primary illness or injury. These 
medical services, together with physical restoration, psychological, 
social and vocational services should be supplied as necessary, so that 
the ultimate goal of complete rehabilitation is achieved. 


103. A co-ordinated rehabilitation program combining physical 
restoration, social, psychological and vocational services is a money- 
saving device, bringing satisfaction and independence to the severely 


handicapped. 


104. The rehabilitation of all handicapped persons must be aided by 
work assessment, counselling, guidance and help in job-placement and 
retraining where necessary. In this respect, existing facilities in the 
community, such as technical institutes and business schools, should 
be\used. 


105. The rehabilitated individual will be an economic asset to employ- 
ers, and rehabilitation methods should be based on sound knowledge 
and experience. By applying common sense, the procedures can be 
kept simple and inexpensive, and where possible should be carried out 
in the local community, using available public or private services. We 
commend the Government for its legislative action in this field and will 
continue our efforts to encourage our members to provide suitable em- 
ployment opportunities for disabled persons in accordance with their 
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106. Recommendations: 


I. that the Federal Government encourage and support the 
Provinces in every way possible to develop co-ordinated re- 
habilitation programs which will provide such facilities and 
services as are necessary to bring comprehensive rehabilita- 
tion to those individuals who can benefit. 


2. that in developing such services, the fullest co-operation of 
employers, workers, government and voluntary agencies be 
encouraged. 


Employment of the Handicapped 


107. It is suggested that many jobs do not require the full capacities 
of an able-bodied person. If a handicapped person still has the re- 
quired capabilities, he is not handicapped in that particular job. 


108. Experience has proven that persons with various degrees of 
mental retardation can be satisfactorily employed in many jobs suited 
to their capabilities. Moreover, the importance of returning persons 
recovered from mental illness to productive employment without 
undue delay cannot be over-emphasized. 


109. Many persons in our society are socially handicapped. These 
include the individual with a prison record, the indigent, the alcoholic, 
and those with inadequate education. With counselling, assessment, 
basic education, retraining and job placement, they can be productive 
and stable in employment. 


110. Recommendations: 


I. that employers continue to co-operate in the placing of 
those with physical, mental or social handicaps in suitable 
jobs wherever possible; and 


2. that employers who have not already done so investigate the 
possibility of employing those with physical, mental or social 
handicaps. 


Seasonal Unemployment 


111. Unused capacity, lessened employment, and idle equipment is an 
economic waste that Canada can ill afford. 


112. Seasonal unemployment in Canada is a problem meriting serious 
consideration and discussion because it involves a recurring annual, 
waste of manpower and frequently of productive capacity. We 
recognize the solving of this problem is the responsibility of all 
groups in Canada. We pledge our co-operation in efforts to solve this 
national problem. 
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ECONOMIC CRITERIA FOR THE AMOUNT AND EXTENT OF HEALTH AND SOCIAL WELFARE { 
Ow Before considering individual plans, it will be helpful to 

establish further criteria for evaluating the immediate direct and 

longer term indirect effects of decision anvinemsceda security fielam 
Need 

ia Concepts of need have changed rapidly with the passage of time. 

The actual amounts required in Canada vary greatly with geographic 
regions, "between urban and rural areas, and With family composici0n- 
Poverty is often looked upon as a relative condition. Furthermore, 

despite the claim of some that just as many people are poor today as | 
twenty-five years ago, it is beyond doubt that cases of absolute need 
now constitute a much smaller proportion of the population than at 

any time in our Phistory. hey inverprstal.oncl sslai hhc omOum ae erly 

is further confused by the fact that the popular»concept'of poverty 
envisages a level of income much below that believed necessary by 

those with responsibilities for social security. 

op Any definition of poverty must therefore be inexact. Qualitatively, 
this is the state in mers the Weebe chee ieae unable to command the 
necessities of life. Statistically and,economically,-iteds an income 

level which does not provide a minimum living standard. Today the 
guideline accepted informally by the federal government and other 

groups places the so-called "poverty line" at $1,500 per annum for 


an individual and up to $4,000 for a family of five or more (1 - next page 


- { - 
(1) 


THe ECOnomic Council invites Witch Annual Reyiew has. endorsed a 

D.B.S. census monograph on low income families in 1961 (J.R.Podoluk, 
Incomes of Canada, D.B.S. Census Monograph, 1968) which contains 

two estimates of "total poverty". Under the first, low income families 
and individuals were defined as those using 70% or more of their 

income wor food; clothingrands sheltem! winwthei second estimate, it 

is assumed that 60% or more is spent on the necessities indicated. 
Using these guidelines, poverty lines were defined as: 


Lower Estimate Higher Estimate 
Single persons $1,500 $2,000 
Families of two 2,500 D500 
Families of three ESZO000 L000 
Families of four 4,500 4,000 
Families of five or more 4,000 5,000 
9. While these levels of income are below desirable levels for 


Canadians today, the standard of living which they represent is well 
above that enjoyed by all but those in the upper income levels of the 
last century. It should be noted too, that these poverty guidelines 
Vepresent standards of living greater than satan enjoyed by a large 
proportion of the population in most countries outside the North 
American continent today. They relate to a level of wages and salaries 
well above that found in most nations who compete with the output 

or Canadian workers in both foreign and domestic markets. As a 

matter of record, average income per person in Canada was about $2 ,250(2) 
(U.S. funds) for 1968. The comparable figure was about $1,700 per (2) 
year for Germany, the strongest economy in Western Europe and one from 
whom our own government has borrowed. The level for Great Britain 
was similar. The average income in Japan, by no means an underdeveloped 


country, was $1,100 per annum in 1968. (2) 


DEFINITION OF POVERTY 
LO It may help to clarify our thinking if we remind ourselves 
that poverty has many faces. The most permanently poor are those 


people who are normally incapable of earning a living, such as 
. Source: I.M.F. - Int'l Financial Statistics. U.N. Yearbook of Nat'l Ace'ts 
————— Statistics, 1968. Data for 1967, updated one year by The Canadian 
Chamber of Commerce, using U.N. data. 
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the disabled or the deserted mothers with children. Second, there is the 
life-cycle poverty which occurs at predictable periods when people can- 
not work because of youth oP old age. Finally, there are those who are in 
temporary financial stringency because of illness or other catastrophic 
developments. In more normal times, the people suffering from life-cycle 
or contingency poverty may be perfectly capable of meeting their own needs, 
In fact, during normal periods, some undoubtedly have enjoyed an above- 
average income. Their need is clearly for insurance. Those normally una 
to work, on the other hand, are candidates for social security. 

1l. A little reflection leads to the conclusion that Canada's social 
security program has gone a long way towards meeting minimum requirements. 
The much greater question which faces this country today is whether those | 
with some income, but who are still poor, when measured by the standards 
set by the Economic Council, should receive governmental assistance. Be- } 
fore answering this question, it is necessary to assess Canada's ability 
to pay and other contextual questions. 
Canada's Ability to Provide Social Security Payments | 
le. Because a plan may be financially feasible, given the government's | 
borrowing and taxing authority, it does not necessarily follow that it is 
physically possible and economically beneficial. A crucial criterion in 
evaluating a social security program must be a nation's ability to pro- 
vide the physical as well as the financial resources needed. At the 
federal level alone there are over 200 (1) programs for human development, 
With an annual bill of $5.5 billion, (2) Provincial governments are 
currently budgeting about $3.1 billion (2) for health and welfare. And 
municipalities spend another $130 million. (2) Thus, ene total welfare bill | 


is more than $8.7 billion. These figures (cont'd) 


( 
(1) Source: Speech by Dr. Joseph Willard, Deputy Minister of Health & Welfé 
Speech to Montreal Economics Association, March 1969. 

(2) Source: See Appendix 1. 


ee 
do not take into account the very substantial outlays for education 
made by the various Canadian governments. (Note Appendix 1). These 
figures are equivalent to more than four-hundred dollars for every 
person in this country. If the bill is related to the number of employed 
people in Canada - who generate the incomes which are taxed directly or 
indirectly to support social security - the burden on each worker already 
exceeds eleven-hundred dollars. 


i It does not seem reasonable for public authorities to encroach 


further upon incomes, thus endangering private initiative. This 

Veew rests on ausolidv’statistical base. “In 1969, for example, 
revenues of all governments in this country were equivalent to 37.8% (1) 
of the gross national product. This ratio far surpasses that of the 
United States, Japan and Australia, which possess strong and dynamic 
economies. 37.8% compares with a figure of 28% (2) for 1944, a year in 
which the government's war outlays reached their peak. 

Tah There is evidence that we are caught in a vicious cirele. 

We increase governmental expenditures for social security and other 
purposes, impose new taxes, increase prices and devalue 

earnings and savings thus pushing more people towards the poverty 
line, With a resulting demand for more governmental assistance 

Eos This circle is demonstrated in Appendix II. When a nation is 
faced with unemployment, idle plant capacity and other unused 
productive resources, increased expenditures by consumers, industry 
and/or government all have beneficial effects and lead to an increase 
in economic activity. Thus, during such periods in the past, 
governments were able to make increased outlays for social security 
purposes with pronounced beneficial effects on both industry and the 
economy. It is now generally recognized that deficit financing can 


(1) Source: U.N. Yearbook of Int'l Statistics. (2) DBS. 
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promote economic expansion as long as productive resources are not 
fully employed (left side of spiral). 
oe However, once full employment has been reached, (right side) 
increased government expenditures do not produce more goods and 
services but only serve to upset the delicate balance between 
investment and consumption required to maintain the economy a tol POEL 
employment without inflation. 
ee Unfortunately this dramatic change in cause and effect 
which occurs once resources become fully utilized is all too 
frequently ignored by governments. They point to the past benefits 
that have been achieved from higher social security outlays and 
demand more of the same. An increase in demand without any 
compensating expansion in the production of goods and services 
must inevitably lead to inflationary price increases, particularly 
when the accompanying loss of confidence and the inevitable higher 
taxes which occur under such conditions retard the volume of new 
investment required for the needed expansion in productive capabilities. 
io The Canadian economy is today in the steeply upward stages of 
this spiral. Rising prices, wages and taxes have been accompanied by 
lower profits and capital investment. Inflationary pressures £ 
continue to build up and, at the same time, government spending grows 
at close to thirteen percent per annum. The restraint on private 
demand imposed by government to contain inflation is leading us back 
to a situation of high unemployment. Eventually the situation is 
compounded by the unfortunate combination of serious unemployment 
and inflation at the same time. 
bE The task facing Canada in 1970 and beyond is to break this 


vicious spiral by restoring a measure of financial prudence in the 


a le 

conduct of government. Otherwise the continuation of this spiral 

Will destroy the purchasing power of the savings of a larger proportion 
of people, and thus push more people, even those in the upper-middle 
income group, to the point where they too become candidates for 


welfare assistance. 


Economic Effects of Increased Social Security Expenditure 
on canada's Growth Potential 


EO. The «effect of social security expendituresi onyche? pate of 
growth and development of the overall Canadian economy merits the 
most critical examination. To expand social security plans or to 

add new ones, can greatly alter structural and environmental 
conditions which in turn exert a determining influence on the 

growth of the economy. The explanation is simple: economic growth 
and progress is heavily dependent upon productive capabilities, 

which in turn requires high investments to increase plant capacity 
and equally large capital outlays to achieve the improvements in 
productivity made possible by adopting the latest technological 
advances. 

Aly. The full magnitude of these capital needs is illustrated 

by the figures in the following table. During 1968 ( the most recent 
Wears. onnwhich; figuresi are available), Canada had to turn to eon 
Capital for $100 miodon oLrrite capital needs.( Evenfsifponlysmoderate 
economic growth is achieved, this shortfall will rise to $4.0 billion 
(seerTable ll) Sbyel975. If Canada experiences a 5.5% growth 
rate, which is considered barely adequate, the shortfall will be 


$5.0 billion. And if this country were to grow at its full 


Sioa 


potential of Th per year - which is well within our productive 
capabilities, given appropriace jeconomic, policies =—sthen themiiecd 
for imported capital rises to $8.6 billion by 1975. The figure is 
so much higher than that for median growth, because of the 
restructuring of the Canadian economy which would take place, i.e. 
the greater concentration on the high productivity industries and 
the gradual phasing out of the industrial enterprises with low 
income generating potentials. | 

TABLE 1 


CANADA - CAPITAL REQUIREMENTS AND DOMESTIC SAVINGS 
biLLion currenvdotiers 


1968 1975 Forecast 
4% G.N.P. 5.5% G.N.P. 7% G.N.P. 
growth growth growth 
Domestic Disposition of 
Funds 
Business Investment 9.9 SONS Bales 1 BSLO 
Housing Pas: 5.9 Bau Ged 
Inventory Change ar eO digas) 2n0 
Total Domestic Dis- 
position of Fynds Meira eke BEKO PEN ee! 
Domestic Sources of Funds 
Personal Savings 4.0 9.8 LOS 1 ae 
Business Savings 
-undistributed profits 15 29 2.2 3.6 
-capital consumption 
allowances 143 Ve).4 LS 13.8 
Government Balance 
-pension plans) 1.0 mee 1.4 
- all other items) Hs: -2.7 -1.2 AO: 
Other items -.3 
Total Sources of Funds as Spee 26.8 Dent 
-O.1 -3.8 -5. -8.6 


2 
source: 1968 D.B.S. 13.001 National Income and Expenditure Accounts, 
4th quarter 1968, 1975 Chamber of Commerce. studies, 


2 ings 


Shortfall of Domestic Funds 

ee s Because Canada must compete for its investment funds in 

MO FGARG ished Sa vkow (MeV oa ele ete in etaikere Wllen\ ibd nll. ioc Uieania ahmed sWeyienwmedeal OS Oi kn: sable u 16 con taal ® 
opportunities in this country must compare favourably with other 
nations. For the great majority of manufactured goods at least, 
this is not the case at present. What is required therefore are 
costs and taxes at rates sufficiently low to enable Canadian 
manufacturers to remain competitive in world markets. These are the 
narshn realities of the’ times, and in devising social security programs 
Diese tacts’ must be*taken Into account or living standards will "fall 
regardless of even the most comprehensive of social security plans. 
or, Pie nator ever rail maiicariineg ctheeprtorrsy in 

any social security program which, of course, is full employment. 
But preoccupation with economic difficulties should not be permitted 
to obscure the truly enormous improvement in living conditions that 
Will be attained during the next generation if we use our resources 
Wisely and effectively. Canada has the human and material resources 
necessary to achieve an increase of 7% per annum in gross national 
preoduet, “in fact. tif this country's economy” were=-to prow at a 

7% rate for the rest of this century, Canadian G.N.P. by the year 
2000 would be equal in size to that of the United States for 1963. 
this= is astruly’ stvageering potential. 

Ps tv" Canada” Can” acnievetthisehnieh and’ steadlly-rising lever 
orveconomic-activity, the benefits to every individual in Canada 
are=truly amazing and truly beneficial’ in terms®* of human dignity 
Enceauvett. yoot white. einese include more= joo oppor tunities, “rising 
micomes. Ore "Lunds avart alle for™ needed socials securivy and rising 
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economic growth, there will soon be no increased income and no wealth 


redistribution. 


Growth alone may not cure poverty, but poverty will most certainl 


not be cured without buoyant sustained growth. Distributed poverty ma ro- 


vide equality, but new wealth must be produced and distributed if povert 


is to be eliminated. 
Tneentive 


AS Ke One of the most serious problems of extensive social security is 


the incentive or disincentive to work which it may create in the recipient, 
Liens are at least two schools of thought. One maintains that if you give 
a man enough money so subsist, we believe generally you will destroy his 
incentive to work. In fact, there are places which have come to accept 
handouts as a way of life. According to this viewpoint, not welfare, but 
retraining is the solution to poverty. 

20% On the other hand, another school insists that if you assure 

a man enough money to buy the basic decencies of life, you motivate him 
to work for more money. To some extent, both of these propositions are 
largely untested in Canada, although work is being undertaken in other 
CcoupUcies. 

fed Before Canada commits itself to any new plan, such as, for ex- 


ample, the guaranteed annual income, far more intensive and skilled - 


research and investigation must be undertaken by social scientists, 
economists, financial experts and governments. In addition, considerable 
experimentation with carefully designed pilot projects are needed. One 
of the most outstanding research projects in this field is the experiment | 
With graduated work incentives undertaken in New Jersey and Pennsylvania 
in mid-1968. The recently-published preliminary results indicate that 
graduated income supplements may motivate people to work. Nevertheless, 
even the people in charge of the project are not yet convinced that such 
a program has uniformly favourable effects. Further experimentation on 


their evaluation is required in Canada. 


=a See 


20°. However, this debate about incentive overlooks the real 

caer culty. ANA fies that titi any croup ts assured substantial 
welfare assistance without working for it, a much larger proportion 
of the population whose efforts must support those on welfare out 

of their productive efforts will eventually lose their incentive 
(oetaboun., Thissdsia far) more serious’ consideration inebight of 
Phestact that even mow Canada's’ growth in real dollars is practically 


horizontal. 


Universality 


UP Many of? thist country tsp social, security! benelits have takenmahe form 
of demogrants or universal payments. This has resulted in funds 

Which might otherwise have been available for welfare and benefit 

being diverted from areas of need to areas of non-need. For example, 

the annual old age security disbursements of the order of $1.7 billion (1) 
per year are not sufficient even with old age supplemnts to prevent 
claims of want and privation for at least half of the over 65 

population, largely because of the proportion paid to those who don't 
need it. Family allowances which cost $600 million are at too low (2) 

a level to break the poverty cycle for some of the younger generation 
while $300 million of this amount is paid to those who don't really 

need this help. Even the Canada Pension Plan, which was supposed to 
relate contributions to benefits, heavily subsidizes those who need 

iG Jteast;. For example, a person retiring 10 years after the plan 


started will receive a pension worth $15,000 more than the contributions 


1) Source: The Nattl Finances, 1969-70, page 112, Tab 59. 
2) Source: The Nat'l Finances, 1969-70, page 122, Tab 65. 
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paid. on» his.behalf even 1f ne were agmiliionaire:. 

505 The present taxes raised for these purposes would have 
accomplished much more in the alleviation of real need had we 

relied on selectivity instead of universality im dragtine our 

social weltareaplans. This 1s the obvious solution@in any extension- 
of existing plans or in the development of any neW planseelt 16 to 
be hoped that the Prime Minister's statement that "What we need now 
is more selective programmes which will meet the needs of the 
dispossessed and the underprivileged" will be rigorously followed. 

9 lige Every industrially advanced society has adopted the obligation 
to assist or provide for the less privileged. But we must not 
overlook the fact that most people in our society are capable of 
achieving such a standard by their own efforts. The main objective 
Should therefore be to provide the opportunity to do so. Much can 
be said for the inherently therapeutic value of, and the strong need 
GO. Work, 

Dies Thus .«f Ar, Slidteabels 6 felines obligation of the more privileged 
to assist the less privileged has developed criteria for evaluating 
welfare proposals, including need, ability to pay, effect on 
economic growth, incentive and opportunity. The point is made that 
universality should be re-examined and more effectively employed 

in meeting the needs of the poorer and lower income sroups,.. Otis 
country should remind itself that the most important requisition 

for the well-being of all is a growing and prosperous economy with 
full employment and rising aincomess.| Tiferthis boallaetachteveds 
moreover, there will be less need for some of the social SeCurmUTY 
measures aimed at income redistribution, which had their basis in 


the depression psychology of the nineteen-thirties. 
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GUARANTEED ANNUAL INCOME (G.A.I.) 


See in the Guide for the Submission of Briefs to the Special 
pénate Committee on Poverty, there is an indication under Poverty 
Programmes, that the Committee would be specifically interested in 
Such matters as the Guaranteed Annual Income, Negative Income Tax, 
end Income Maintenance Policies. We respond to this request in a 
preliminary way, having in mind the fact that two White Papers on 
matters related to social security have still not been’ published. 
iiemourst, OL UNeSsSe, Ol course, 18, according tora Dress Story, 2 
White Paper from the Minister of Labour on Unemployment Insurance 
changes. The second is the White Paper on Social Security mentioned 
in a Speech from the Throne on October 23rd, 1969. Following 
publication of these White Papers the Chamber will naturally be ajay ye? 
better position to make further representation and would welcome 
the opportunity to do so. 

Ba The guaranteed annual income approach to social security 

is presently under consideration by the Canadian government. For 
this reason it will be examined in some depth in this brief. 
Universal Payment 

Ons The proposals take two main forms. The first is that 
espoused by the American Robert Theobald, who would give to every- 
one with income below an established poverty line enough money to 
Dring him to that poverty line. 

BO. A major criticism of this approach is that it would destroy 
the incentive to work of all those below the poverty line and, to 
some extent, a number of those above the line as well. Theobald's 


defence is that "Americans in all income classes have an almost 


ae 
pathological desire to toil". This assumption, however, is of 
doubtful validity, particularly when a guaranteed income is in 
such form that an extra dollar earned from work means a dollar 
less in welfare payments. 
Sur Related to this problem s*the enormous? COgtmoimaseuaranteed 
annual income.” Rough’ estimates ob the coswror Suchiaworosram tc 
Canada will be discussed’ in «a “Water section of Thisserite.. 
Negative Income Tax 
BO The second major type of GVA.1. “currently under discussion 
is the negative income tax, whose strongest ‘proponent is the 
economist Milton Friedman. According to his plan, a 
family with an income below an established poverty line would 
receive an income supplement which would be a percentage of the 
difference ‘between the two. “Lisetortexample., the poverty sane 
is $3,000, the family's income is $2,000 and the percentage of 
negative tax is 50%, the supplement would be half of the difference 
or $500, 
BO. The advantage of this approach is that it retains the 
incentive to work, because an extra dollar of earned income reduces 
welfare benefits. by ‘only @ ‘propontiontlomithavmidllars aelermene - 
is naturally less than thatch the efi imc en. 
LO. Professor Friedman advocates the negative income tax as a 
replacement for, rather than a supplement to, all current welfare 
programs. While this would undoubtedly be more economical than if 
the G.A.I. were merely "stacked" on top of existing programs, sole 
reliance could not be placed on this approach. Such an income 


guarantee, for example, could not replace medical and hospital 


oe 


programs, counselling and related social services, retraining and re- 
habilitation programs and other similar personal service programs. 
Wig The offsets. to. the cost.of a negative income tax plan, therefore, 
narrow down to: 
(a) The cost of Canada Assistance Plan and related provincial and 
municipal benefits. 
(bo) The 0.A.S., 0.A.S. Supplement, Family Allowances, C.P.P. 

and Unemployment Insurance, Widows! Disability and similar 

benefits payable to those whose total income including these 

benefits falls below the base established for the payment of 

a guaranteed annual income. 
SOME EXISTING SOCIAL SECURITY MEASURES 
42, As mentioned previously, we understand that White Papers with 
attendant up-to-date information will be available. In the absence of 
such information, we would make some preliminary comments on certain 
social security measures. For such varying reasons as political realities 
and common sense, it appears to us that while some existing social 
security measures might be unwound, others might require more funds and 
indeed new bold functional programs might be required. 
43, Our purpose in making the foregoing preliminary statement is to 
provide a cautionary note that it is by no means certain theo eG. A... 
scheme will eliminate vast sums from our present social security pro- 
grams and there is the distinct possibility OL wsitackineg. a, GA... scheme 
on top of an already burdensome welfare bill which in Canada is increasing 
atea Lehn rave. 
Pies osvanade of a Guaranteed Annual incor 
44, Estimates of the cost to Canada of a guaranteed annual income (G.A.I.) 
have been prepared, using as a definition of the poverty line the figures 


espoused by the Economic Council of Canada. In addition, a number of re- 


. 


Ome 


finements have been made. 
(a) The first estimate assumes that the poor are brought 
up to the "low" poverty lines espoused by the Economic 
vounead, 
(b) The second estimate raises these poverty lines by $500, 
to take account of inflation. It should be recalled that 
the Council's calculations were based upon 1961 income 
data, and that consumer prices have advanced by 30% since 
then. 
(c) The third estimate raises the poverty lines by an addi- 
tional $500, to illustrate what might happen in these 
circumstances. 
45, In addition to this range of refinements, we have made two 
assumptions with regard to the incentive effects of income guarantees, 
neither of which may be fully implemented. The less costly assumption 
is that everyone under the poverty line who currently works continuously 
to do so, and uses the G.A.I. as a supplement to earned income. The more 
costly assumption, on the other hand, is that everyone under the poverty 
line ceases to work and relies on the G.A.I. and other welfare benefits 
to make up the difference to the officially established minimum income. 
On the basis of the three assumptions regarding poverty lines and the 


two regarding the incentive to work, we have developed the following 


ey) ee 


matrix of the additional cost to Canada of a guaranteed annual 
income. 
TABLE 2 


CANADA - ADDITIONAL COST OF GUARANTEED ANNUAL tncomm (+) 
(million dollars ) 


if those below the poverty lines 


continue. to Cease to 
Based on these poverty lines work work 
1. The Economic Council (2) $ 951 $2,151 
eee ine EConomic Council, 
plus $500 1,520 4,429 
Peeoessconomic CounceLis; 
plus $1,000 2,153 LOT 


| Sources: DBS 13-528 "Income Distribution and Poverty in Canada, 1967" 
DBS 93-609 Vol. II, "1966 Census of Canada, Households & Families" 
Calculations based on Chamber of Commerce Studies. 

| See page 7 of this Brief. 


46. These figures are enormous. The most favourable assumptions 
would still result in additional costs of about one billion dollars, 
or in an increase of 11% in the nation's present welfare bill. 
However, it is possible that some on low income would take advantage 
of such a scheme and cease to work. Even more costly is the 
possibility that the low-middle income groups immediately above the 

| poverty. line would lose their incentive to work as well. The cost 
of this latter possibility cannot, of course, be included in these 


calculations. 


ee men 


ie Bs To place these cost figures in a proper perspective, we 

have related them to the income of taxpayers who must in the final 
analysis foot the bill for welfare schemes. For this purpose we have 
selected the minimum poverty lines, have made separate calculations and 
and. have made two assumptions $3 (a) that the recipients will continue to 
work, and (b) that the recipients will cease to work. The additional cost 
of the programme will be in the case of (a) $951 million, and in the case 
of (b) $2,151 million, TABLE 3 


CANADA =- ADDITIONAL COST OF A MINIMUM G.A.I. 
TO INDEV-IDUAL, TAX PAYERS 
(based on 1967 income tax data) 


The cost of .a minimumeGcial acne. 
percent of the total income of 
individual taxpayer, according to 
whether it is borne by taxpayers 


with gross income of 


$7,000 $8,000 $10,000 
Oremore or more or more 
Assuming that people below 
the poverty lines 
continue to work ($951 MM) 6.1% 7.8% 11.9% 


cease to work ($2,151 MM) 13.8% Wah 26.9% 


pourcess: see Table 2, page el. 


eee 


ee The cost appears even more burdensome when it is related 
to the present income tax bill of individuals. This is illustrated 


Dy the following table. 
TABLE 4 


CANADA - ADDITIONAL COST OF A MINIMUM G.A.I. 
TO INDIVIDUAL TAXPAYERS 
(based on 1967 income tax data) 


Mier VOSy Ot Janam ainumeG wl, tL .aced 
bercent. of Uhe joresenct individual 
2neomer tax iol according tio 
Whether it is borne by taxpayers 
with gross income of 


$7,000 $8,000 $10,000 
or more or more or more 
Assuming that people below 
the poverty lines 
continue to work (951 MM) 38.4% 45 8% 61.7% 
cease to work ($2,151 MM) 87 .0% 103.5% 139.5% 


Sources: See Table 2. 

49, High though these figures may seem, it should be remembered 

that they represent the cost of income guarantees at the minimum 

poverty lines, with no allowance for cost of living increases or 

for the natural generosity of politicians. We do not claim that these 
pends are precise, given the imprecise parameters of the problem (work, 
no-work, varying poverty lines etc.) but given our assumptions they are 
better than ballpark figures. Because of the Chamber's interest in these 
matters, we conducted a seminar at our latest Annual Meeting (Halifax, 
October 1969) under the title "Welfare of Canadians and Canadian Welfare". 
We commissioned for that seminar a study by Prof. Otto Thtlr, then Chair- 
man of the Department of Economics, University of Montreal, and now, as 


Honourable Senators know, Vice-Chairman of the Economic Council of Canada. 


- ole 
50. The study was a commentary on the Canadian Welfare Council's study 
"Social Policies for Canada - Part I". Prof. Thlr's estimates for a G.A.¥ 


Le billion 
programme range from, in round numbers, $500- million torsatbillion. Te 


differences, of course, are accounted for in the tailoring of the G.A.I; 
plans. As a contribution to the Senate Committee's documentation, we are 

attaching to this Brief a copy of Prof. Thiir's study. 
Summary on Guaranteed Annual Income | 
51. Thus, it can be seen that the implementation of a guaranteed annual 


income. can be extremely costly. Just as important, the specific effects 


of such a program on the poor, on wage earners and on the economy general 
have not yet been demonstrated. We have before us the example of Great 
Britain, with tremendous emphasis on welfare and cradle-to-grave benefits 
and the condition of that country's economy in recent years is not one to 
emulate. 

some Views on Social Security for Canada 

5e. There will always be a need for protection against the hardship 
caused by unemployment, old age, sickness, death and other contingencies. 
Experience has shown that protection based on the insurance principle is 
effective, fair and economical. Canada in some welfare policies has 
adopted the principle. This must be supplemented with programs for 
counselling, training, education and adequate housing. 

535. At this point, there arises the question of priorities. This sub- 
mission has concentrated largely on the distribution of incomes between 
the poor, the low, middle and upper income groups. But there is a larger 
question of the distribution of gross national expenditures between the | 
three that will promote the most rapid rate of advance in living standard 
Without sacrificing the great opportunities for the advancements in 


material well-being that are so clearly discernible over a decade or more 


Se Be. 
) BA, The changes that have taken place during the short period 
of the decade of the sixties are evident in the table below. 
TABLE 5 


CANADA - SELECTED ECONOMIC INDICATORS AND FORECAST FOR 1975 
llion dollars 


1959 1967 1969 1975 2 
$of 


$ GNP Value 6 Of GNP 


sumer Outlays 22.0164. 7| Sr 7heO rt oO. 94 7685] B00 5G2L0i.65.0) 61.615. 5 
sumer Savings | 1.36/3.89 4.00] 6.4] 3.79] 3.1] 9.8 1) Ber P AL eal Aoal.| othe We roe 


4 Spending 
31. transfers | 10.41/29.8] 21.2] 34.1] 25.9/35.1 45.9 36.0] 35.4132.9 


4 


! 
, 


Belo | TAG O.e7 i We sslO los) 1s | COs 2H 42370 116, ol leae (eae 


Source: The Canadian Chamber of Commerce Studies; 


a 
ness Invest- 
1t 
D.B.S.-15-001; Nat'l Income Expenditure Accts. 


55% If government expenditures increase beyond the rate of growth 
| in the economy concomitant changes must occur in the incomes of other 
sectors of the economy. In the case of Canada, the group that have 
suffered most severely have been consumers. Consumer expenditures 

as a percent of gross national product have declined from almost 65% 
in 1959 to less than 60% today. Under any drastic redistribution of 
funds in favour of the state it is most difficult, to. dmprove the. lot 
Gin Lhe™pocr? 

56. From a longer term standpoint this diversion of funds from 

the private to the public sector would have an even more ominous 
effect. Studies (Table I) have shown the amount of capital outlays 
that must be made annually to achieve various rates of improvement 

in productivity in various levels of economic growth. The sums are 


truly enormous and it should be remembered that if there is one 


eels 
principle on which most economists agree, either on the left or the 
right, it teethawithe test »of sayutablemand progressive economy is the 
amount of capital expenditures. The harsh fact is that based onsoug 
present productive capabilities the imposition of even a billion 
dollars to finance a guaranteed annual income on top of this upward 
trend of government expenditures would so adversely arfect the level 
of savings that the amount of capital generated under such circumstances 
would be quite inadequate either to provide the additional plant capacity 
needed to absorb Canada's growing labour force or to permit the 
adoption of the technological changes required for improved productivity, 
higher incomes and rising living standards. 
3 ae Any group objectively concerned with the healthy growth of 
the economy and the well-being of the people must ask themselves 
whether the present trend towards ever-increasingly larger government 
expenditures is fair and equitable. If government expenditures 
could be reduced substantially or if a standstill arrangement could 
be agreed upon, then the country has the resources to affect a short- 
term improvement for the lot of the poor and the lower income groups 
without jeopardizing the long-term advance and the material well- 
being of all Canadians. 
58. The issue facing Canada is whether those in government who 
would materially improve the lot of the poor and at the same time 
authorize huge sums for conservation of natural resources are themselves 
willing to take the initiative to institute the necessary reforms in 
the management of government affairs. To attempt to obtain the funds 
needed by any other means must, in the long run, worsen the conditions 


of those whose well-being they wish to improve. 


CORRECTIONS To SUBMISSION ON POVERTY - JUNE 1979 
Page 24, Paragraph 20, 3rd line Should read: aed, billion to $3.6 billions". 


growth. In the percentage of G.N.P. column , the First column Should show 44 
growth, the second column 5.5% growth and the third column 7.0% growth. 


TQ SUBMISSION ON POVERTY - JUNE 1970 


CORRECTIONS 


1) Page 24; Paragraph 50, 3rd line should read: ng1.4 billion to $3.6 billions". 


2) Page 25% Paragraph 54, Table 9: The 1975 bar in respect of value should have 
in the first column 4% growth, second column 5.5% growth, third column 7.0% 
growth. In the percentage of G.N.P. column , the first column should show 4% 


growth , the second column 5.9% growth and the third column 7.0% growth. 


\s 


a et 


CONCRETE, CONSTRUCTIVE PROPOSALS 
59. As noted in the foregoing policy on SOCIAL SECURITY, (Page a) 


the Chamber realizes keenly that there is a poverty problem in Canada 
and that the poverty cycle must be broken. Considering the fact 

that over 90% of the jobs in Canada are with private employers, and 
considering the fact that over 60% of those at the poverty level 

are employed, the Canadian business community, in our view, is one 

of the central and effective groups for dealing with this problem. 

It is already engaged, as noted in our policys* inemaking- ave 
contribution by way of providing employment, by way of training, 
retraining, industrial medicine, counselling, etc. 

Dur eresident, J. Allyn Taylor, in his Presidential Address to our 
latest Annual Meeting in Halafax,@said®? 

"As the Chamber addresses itself to the problems and the opportunities 
of Canada in the 1970's, let us do it in such a way as to banish any 
idea that the Chamber's unwritten motto is !What is good for business 
is good for Canada'. We must hold firm to another version that we 

can stand by with pride, ‘What is good for Canada is good for business'. 
He also said, and this is our point: Business has no choice but to 
develop-a total responsibility that addresses itself to the ultimate 
well-being of the country, that urges attach upon the desperate long- 
range needs of our people and our environment. Business must extend 
its standards of efpPiciency to Ssoetal purpose, and The Canadian Chamber 
of Commerce should give the leadership that this involves". 

At the same Annual Meeting, the Chairman and Chief Executive Officer 
of the Bank of Montreal, G. Arnold Hart, spoke on the Social and 
Economic Responsibility of the Business Community, informing the 


Annual Meeting that the Bank of Montreal had been, over time, 


Liao 


considering looking at the spectrum of society that is sometimes 
described as disadvantaged - not just economically, but physically, 
emotionally and socially. Specifically, what the Bank had in mind 

was to develop a rather small-scale pilot project in a major urban 

area of Canada. The objective would be to seek out young people who 
had never, either because of the lack of appropriate skills or because 
of an unsatisfactory environmental background, been able to establish 

a good employment record. Details of the programme would include a 
blend of remedial education, counselling and on-the-job training, 

with financial support during the process, and with the promise of a 
job at the end of the training) period if they comesup to) the requimeg 
standards. | 

60. The bank would share the results of its experience with any 

other employers who wished to embark on a programme with similar 
objectives. It has been made clear that this is not a recruiting 
programme for the Bank but rather a pilot project in a social programme 
aed. 

Gly Another illustrationsofs business: expertise-for social, purpeses 

is a project of Bell Canada to introduce current industrial training 
methods in the field of electricity and electronics, at the Collinggmay 
Penitentiary at Kingston, Ontario. The programme, of course, follows 
the Canadian Chamber's policy under the title "Rehabilitation". The 
project introduces electrical and electronics training based on the 
programme used. in; the: BellsToll Area Plant Training Centre. The course 
for the inmates is being made far more comprehensive to meet demands of 
a wide variety of potential employers. Support of all levels of the 
Penitentiary Services has been encouraging and effective and the 


penitentiary psychologist is assisting with evaluation of the program. 


4 Ble ip Be 


oe All of the foregoing, in our view, give validity to a quotation 
from John Kenneth Galbraith: "To the best of my knowledge there is 
no place in the world where a well-educated population is really poor". 
aa. Sensitive, thoughtful and skilled manpower training will go a 
long way towards taking Canadians off the welfare rolls and providing 
those that are working, but are poor, with upgraded, well-paying 
employment. We speak for our membership in offering to co-operate 
with government, labour, education, etc., in placing our expertise 

at the service of the poor. 

CONCLUSION 

ee In conclusion, it should be repeated that every individual 

in Canada should have an opportunity to attain a standard of living 
adequate for the health and well-being of himself and his Pam Lay. 

And the best guarantee of high and rising incomes for all Canadians 

is a high and rising level of economic ACULVIUy se = LO lio Elias 
government policies must create an economic environment which favours 
growth, in terms of proper monetary policy, reasonable fiscal policy 
and realistic commercial policy. 

65. Such public poiicies together with a sensible, selective 
approach to Social Security will give Canada a Strong, dynamic economy 
with high and rising productivity, and more than enough goods and 
services to go around. 

66. One thing is certain - we will not achieve our economic goals 

if we saddle ourselves prematurely with programs unrealistically 
burdensome. We must never lose sight of the fact that the income 

we are seeking for all is not money as such but the PRoduct lon wok 
goods and services. And on this point, the words of the American 
economist and journalist Henry Hazlitt are very apt: "The only real 
cure for poverty sis vrocduction. The way to maximize production is 


to maximize the incentives to production". 


APPENDIX 1 


CANADA - OUTLAYS FOR HEALTH AND WELFARE 
($ millions) 


ederal Outlays, 1969-70 


Outlays governed by some needs test 


Guaranteed income supplement to old age security 
Canada Assistance Plan 

Old Age Assistance,- Blind, Disabled 
Vocational rehabilitation, disabled persons 
Manpower mobility 

Adult occupational training allowances 
Student loans 

Assistance to settlers 

Slum clearance, housing project losses 

War veterans 

Indians and Eskimos 

Welfare services and research 


Sub-total 


Outlays not subject to a needs test 


Old Age Security 

Family Allowances 

Family assistance 

Youth allowances 7 

Assistance for post-secondary education 

Adult occupational training 

Unemployment insurance (incl. $14.2 MM in rebates 
to Quebec for opting out) 

Manpower development and utilization 

Manpower program development and research 

Regional development 

Cape Breton development 

Hospital insurance (matching provinces - Quebec 
equivalent $295 MM for opting) 

Medicare 

Health grants, research 


Sub-total 


Federal total 


OUNWOUNOPFPURWO 


$1097.1 


1480.0 
559.4 
Sak 
53.8 
BVELE 
12). 7 


590.0 
60.7 
12.4 
92.0 
350 


625.0 
370.0 


55.3 
$4388 .9 
$5486.0 


APPENDIX 1 (cont'd) 


Provincial Outlays, 1969-70 


Prince Edward Island 10.6 
Quebec 1,161.3 
Ontario 1,008.9 
Manitoba 116.3 
Saskatchewan i253 
Alberta 214.5 
New Brunswick aL 
British Colu:bia 296.4 e. 
Nova Scotia Bok 
Newfoundland 61.5 
Provincial Total 3,119.4 
Municipalities, 1968 
All cities 130.0 
Total, all Canadian governments 8,735.4 
Sources: “ederal government - K. H. Rapsey, C.M.A. Committee on Welfare, 


December 22, 1969. Based on Canadian Tax 
Foundation Material. 


Provincial - D.B.S. 68-205, Provincial Government Finance, 1969. 
Tables 2 and 4. 


Municipal - Based on D.B.S. 68-203, Municipal Government 
Finance, 1968 data, minus adjustments for transfers 
from Provinces - 68-205, 1967. 


e, - estimated 
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